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Overview

As a federally designated Metropolitan Planning Organization (MPO), SCAG is required to adopt
a Transportation Improvement Program (TIP) for the six-county region comprising Imperial, Los
Angeles, Orange, Riverside, San Bernardino, and Ventura Counties — also referred to as SCAG’s
Federal Transportation Improvement Program (FTIP). The FTIP must include a financial plan that
complies with federal financial constraint requirements. In non-attainment and maintenance areas,
the financial plan must limit the programming of projects for the first two years of the FTIP to
those for which funds are available or committed (23 CFR 450.324(e)). Revenues may be
reasonably available in the third and fourth year of the FTIP to support programming levels for
that year. In accordance with 23 U.S. Code Section 134(h) and 23 CFR Section 450.324(e),
SCAG’s 2021 FTIP demonstrates financial constraint by identifying all transportation revenues
including local, state, and federal sources available to meet the region’s programming totals.

The policy boards of the region’s county transportation commissions have approved their
respective programs and committed necessary funds to implement the projects listed in the 2021
FTIP. SCAG has received final resolutions from each of the county transportation commissions
certifying financial constraint (see Attachment B). Additionally, the 2021 FTIP is consistent with
the adopted Connect SoCal 2020-2045 RTP/SCS (May 7, 2020) as required by the California
Government Code, Section 65080.

SCAG’s 2021 FTIP utilizes the 2020 State Transportation Improvement Program (STIP) Fund
Estimate, adopted by the California Transportation Commission on March 25, 2020. Additionally,
programming levels for the Surface Transportation Block Grant (STBG) and the Congestion
Mitigation Air Quality (CMAQ) program are based on estimated distribution of funds provided by
the California Department of Transportation (Caltrans) to MPOs. In addition to state and federal
funded projects, the 2021 FTIP includes local projects that are regionally significant and may
require federal approval, regardless of funding source. Local funding sources associated with these
projects are identified as well. Consistent with federal guidelines, the 2021 FTIP revenues and
programming estimates are expressed in year-of-expenditure (or nominal) dollars.

Financial Capacity

2021 FTIP SOURCES AND USES OF FUNDS

The following financial capacity assessment for the 2021 FTIP shows that programming totals do
not exceed projected revenues for the SCAG region. The 2021 FTIP demonstrates financial
constraint by year, limiting programming of projects in the first two years to those for which funds
are available or committed. Additionally, revenues are reasonably available in the third year of
the 2021FTIP, consistent with programmed levels for that year.

Local, state, and federal funding shares are presented in Figures 1 and 2. Total funds programmed
for the SCAG region’s 2021 FTIP is $35.3 billion. Local funds comprise 56 percent of total dollars
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programmed in the 2021 FTIP, state funds 28 percent and federal funds 16 percent. Uses of funds
in the 2021 FTIP by modal category show that state highway projects total 42 percent of funds
programmed, transit projects 38 percent, and local highway projects 20 percent.

Summary of 2021 FTIP by Funding Source (in $000's) Summary of 2021 FTIP by Fundi ng

Year Federal State Local
FY20-21 |$ 1967541|$ 5305507 |$ 3,975,931 Source
Fy21-22 |$ 1,187,249 S 2,119,643 | $ 3,558,508
FY22-23 |$ 1,254,329 |$ 502,695 | $ 2,662,077 Local ’ Federal
FY23-24 |$ 717,156 | $ 479,997 | $ 3,744,516 56% ' 16%
FY24-25 |$ 265,100 | $ 1,234,697 | $ 2,465,258 0
FY25-26 |$ 240,289 | $ 241466 | $ 3,398,369 ‘/ State
Totals $ 5,631,664 | $ 9,884,005 | $ 19,804,659 28%
% of Total 16% 28% 56%

Summary of 2021 FTIP by Program (in $000's) Summary of 2021 FTIP b\/

Year Local State Transit (inc. Rail)
FY20-21 [$ 1,909,560 | 5399986 |S 3939433 [ Transit Program Local
Fy21-22 | S 1,023,299 | S 3,092,629 | S 2,749,472 ) i 20%
Fy22-23 [$  570324|$ 1220181 ]S 26285% | (inc. Rail) ‘
FY23-24 |$ 684,967 | $ 1,366,716 | S 2,889,986 38%
Fy24-25 | S 1,130,418 | S 2,101,509 | § 733,128 \ .State
FY 25-26 | S 1,571,050 | S 1,695,528 | S 613,546
Totals $ 6,889,618 | $ 14,876,549 | $ 13,554,161 g 42%
% of Total 20% 42% 38%

Additional details on revenue sources and uses are presented in the tables located in Attachment
D. There are a total of three tables in Attachment D, including a table showing revenue estimates
for the first four years of the FTIP (FY2020/21 — FY2023/24); a corresponding table showing
programmed totals; and a final table comparing revenue estimates to the programmed totals.
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Financial Condition

The 2021 FTIP is consistent with the financial forecasting model developed by SCAG for the
region’s Connect SoCal-2020-2045 (2020 RTP/SCS)—the long-range transportation plan for the
six-county SCAG region. The policies and investment strategies of SCAG’s Connect SoCal-2020
RTP/SCS set the framework for the 2021 FTIP. Further, the financial plan for the Connect SoCal-
2020 RTP/SCS provides a basis for identifying how much money is available to support the
region’s surface transportation investments.

The financial plan identifies all existing local, state, and federal transportation revenues that are
committed, available, and reasonably available. The region has successfully secured the necessary
resources to support transportation investments proposed in past planning cycles and this financial
plan continues to incorporate recent milestones in realizing additional sources of funds for
transportation investments.

The SCAG region relies heavily on local sales tax measures for the timely delivery of
transportation projects. While most counties impose a 0.5 percent sales tax to fund transportation
projects, Los Angeles County levies a 2.0 percent tax—a combination of four permanent half-cent
sales taxes. Riverside County’s Measure A expires in 2039. Measure I in San Bernardino County
expires in 2040, followed by Orange County’s Measure M in 2041. Measure D in Imperial County
expires in 2050. Ventura County is currently the only county in the region without a dedicated
sales tax for transportation.

In developing the region’s financial plan, SCAG assessed the region’s growth trends and economic
outlook, stability of revenue streams, debt management policies, and commitments to maintaining
and operating the region’s transportation system. The following discussion highlights these critical
areas.

GROWTH TRENDS

General economic as well as demographic trends and conditions directly impact transportation
revenues in the SCAG region. The growth trends described in this section were integrated into
SCAG?’s financial forecasting efforts.

Population and Employment Growth

The SCAG region is the second most populated metropolitan area in the United States. By January
1, 2019, the region’s population had reached 19.1 million residents. Los Angeles County and
Orange County account for 57.5 percent of the region’s population growth over the last nine years,
adding 0.52 million residents, while Riverside and San Bernardino Counties together added 0.35
million residents. In terms of relative growth, Riverside and Imperial Counties were the fastest
growing areas in the region. Riverside County grew by 10.3 percent and Imperial County grew by
7.8 percent. Los Angeles and Ventura Counties were the slowest growing counties, in terms of
percentage—only 3.5 and 2.6 percent increases, respectively, during the same period (between
2010 and 2019).
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Population Change 2010-2019
2010 2019 Number Percent
Imperial County 175,200 188,821 13,621 7.77%
Los Angeles County 9,838,771 10,184,378 345,607 3.51%
Orange County 3,014,677 3,192,987 178,310 5.91%
Riverside County 2,196,083 2,422,146 226,063 10.29%
San Bernardino County 2,043,484 2,168,964 125,480 6.14%
Ventura County 824,441 846,050 21,609 2.62%
SCAG Region 18,092,656 19,003,346 910,690 5.03%

Source: State of California, Department of Finance

The region’s total employment was estimated to be 8.9 million in 2019, increasing by 1.1 million
employed workers (15.3 percent) since 2010. The largest gains in employment between 2010 and
2019 were experienced in Los Angeles County, which grew by 592,000 employed workers (13.7
percent). Riverside and San Bernardino counties grew by over 20 percent (25.8 percent and 20.9
percent, respectively), adding 216,600 and 160,800 employed workers, respectively.

Civilian Employment

Change 2010-2019

2010 2019 Number Percent
Imperial County 56,000 58,300 2,300 4.11%
Iégirﬁ;‘geles 4,302,300 | 4,894,300 | 592,000 13.76%
Orange County 1,387,400 | 1,578,300 190,900 13.76%
Riverside County 841,300 | 1,057,900 | 216,600 25.75%
gi’:li‘;mardmo 769,900 | 930,700 | 160,800 20.89%
Ventura County 383,400 | 408,200 24,800 6.47%
SCAG Region 7,740,300 | 8,927,700 | 1,187,400 15.34%
Source: State of California, Employment Development Department
=
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Income

Income is one of the most important indicators of economic well-being in the region. In 2010, per
capita income of the region was approximately $48,793 (in 2018 dollars). By 2018, per capita
income grew to $57,840, an increase of 18.5 percent, adjusted for inflation. If the SCAG region
was a state, it would rank as the 13" highest per capita income in 2018.

Per Capita Change 2010-
Income (2018%) 2018

2010 PAONRS \ Number\ Percent
Imperial County | $34,680 | $36,974 | $2,294 | 6.62%

Los Angeles $51,330 | $62,224 | $10,894 | 21.22%
County

Orange County $58,601 | $69,268 | $10,667 | 18.20%
Riverside County | $36,143 | $40,637 | $4,494 | 12.43%

San Bernardino
County

Ventura County $54,053 | $61,712 $7,659 | 14.17%
SCAG Region $48,793 | $57,840 | $9,047 | 18.54%

Source: U.S. Department of Commerce, Bureau of Economic Analysis

$34,810 | $40,316 | $5,506 | 15.82%

ECONOMIC OUTLOOK

Overall economic conditions play a large role in determining the level of revenues available for
transportation. Although it is difficult to predict the future, SCAG’s financial model takes a
conservative approach in forecasting revenues. The approach includes maintaining historical
growth trends for key revenue sources, including locally generated sales tax revenues as well as
both state and federal gas tax revenues.

Inflation

The effect of inflation can be significant, causing both costs and revenues to be higher in nominal
dollar terms. SCAG’s revenue model utilizes historical inflation trends as measured by the Gross
Domestic Product (GDP) Price Deflator—an approach consistent with that used by the Federal
Office of Management and Budget in preparing the Budget of the United States Government.
Figure 3 shows inflation trends since World War II as measured by the GDP Price Deflator.
Inflation has varied considerably over the long term, but has trended between 2 and 4 percent. On
the basis of this information, a 2.2 percent inflation rate was used in the 2020 RTP/SCS financial
plan to adjust constant dollar revenue forecasts into nominal (or year-of-expenditure) dollars.
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FIGURE 3 HISTORICAL INFLATION TRENDS
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Construction Cost Increases

While inflation clearly affects the nominal dollars reported for future revenues, the rise in
construction costs can further erode the purchasing power of transportation revenues. Figure 4
shows the increase and decline in California highway construction costs since the early 1970s. The
United States Army Corps of Engineers Index for Roads, Railroads, and Bridges shows similar
trends. While the recent correction in construction costs has slowed the longer-term increase in
costs, the growth still remains above general inflation. The 2020 RTP/SCS financial plan uses a
4.5 percent annual inflation factor to estimate future, nominal costs. The faster increase in
construction costs than in revenues contributes to a decline in purchasing power for transportation
funding over the planning period.
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FIGURE 4 HIGHWAY PROJECT COSTS
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Retail Sales Growth

Changes in personal consumption and the overall population are the main contributors to the
growth in retail sales. Over the 30-year period from FY1985 to FY2015, statewide retail sales
averaged an annual growth rate of 1.5 percent in real terms (when the effects of inflation are
eliminated). The Connect SoCal-2020 RTP/SCS financial plan assumes retail sales growth ranging
from -0.1 percent to 3.2 percent annually in real terms.

Status of the Federal Highway Trust Fund

The Federal Highway Trust Fund provides federal highway and transit funding from a nationally
imposed 18.3-cent per gallon gasoline tax. Since 2008, the Trust Fund has failed to meet its
obligations and has required the United States Congress to authorize $141.1 billion in transfers
from the General Fund to keep it solvent. The negative balances shown in Figure 5 illustrate the
projected inability of the Trust Fund to pay its obligations into the highway account.

At the time of the Connect SoCal-2020 RTP/SCS adoption, nearly a decade has passed without
substantive Congressional agreement on a long-term solution to provide adequate funding for the
Trust Fund. The Fixing America’s Surface Transportation Act relies on $70 billion of one-time,
non-user fees to keep the Trust Fund solvent through 2020. It does not address the present, long-
term structural deficiency that exists in funding the Trust Fund. Although the Connect SoCal-2020
RTP/SCS assumes that Congress will reach agreement on reauthorizing federal spending for
transportation programs over the Plan horizon, the core revenues available from the Trust Fund
are expected to decline due to increasing fuel efficiency and other factors.
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FIGURE 5 STATUS OF THE FEDERAL HIGHWAY TRUST FUND
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Status of the State Highway Account

SB 1 increased the state gas excise tax from 18 cents per gallon to 47.3 cents per gallon (as of July
1, 2019), and further indexed the gas tax to inflation going forward. Prior to passage of SB 1, the
state gas excise tax rate of 18 cents per gallon remained unadjusted for more than 20 years. Gas
tax revenues remain the primary source of funding for the State Highway Operation and Protection
Program (SHOPP), which funds projects to maintain the state highway system. As shown in
FIGURE 6, previous levels of funding have been considerably less than actual needs. Statewide,
the 2018 Ten-Year SHOPP Plan identifies $85.8 billion in statewide needs, while available funding
is only $44.9 billion. While SB 1 provides a key down payment, continued underinvestment in the
maintenance needs of the state highway system will only increase the cost of bringing our highway
assets back to a state of good repair.

"_'- »
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FIGURE 6 STATUS OF THE STATE HIGHWAY OPERATION AND PROTECTION PROGRAM
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Operating and Maintaining the Region’s
Transportation System

A core component of the region’s system management strategy is protecting our investment in the
current transportation infrastructure. The region has invested billions of dollars in developing its
multimodal transportation system and must protect these investments for current and future
generations. In accordance with federal guidance on fiscal constraint, the SCAG region addresses
system-level operation and maintenance needs in addition to estimating costs associated with
capital expansion projects in both the RTP/SCS and the FTIP.

HIGHWAY AND REGIONAL ARTERIAL SYSTEM OPERATION
AND MAINTENANCE (O&M) COSTS

As a part of the region’s commitment to preserving existing transportation assets, costs associated
with operating and maintaining both the state highway and arterial systems are reflected in
SCAG’s financial forecasting model. SCAG’s Connect SoCal-2020 RTP/SCS identifies a total of
$68.0 billion in costs (through FY2045) to operate and maintain the region’s state highway and
arterial systems. SCAG recognizes the importance of obtaining additional funding to achieve this
level of investment. As such, SCAG continues to maintain the importance of adjusting the federal
and state gas taxes and ultimately (post-2030) transitioning to a mileage-based user fee to maintain
historical purchasing power.

‘.
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TRANSIT O&M COSTS

Future transit O&M costs depend on a variety of factors, such as future revenue-miles of service,
labor contracts, and age of rolling stock. Over the last decade, these O&M costs grew by up to 5
percent annually, depending on the transit operator. (see Figure 7).

FIGURE 7 GROWTH IN TRANSIT OPERATING AND MAINTENANCE COSTS
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In SCAG’s Connect SoCal-2020 RTP/SCS financial forecasting model, transit O&M costs are
estimated based upon historical increases:

e The regional average increase (3.3 percent) is used for most operators.

e For Los Angeles County, the financial plan relies on detailed forecasts from the county
transportation commission. These forecasts are consistent with historical data.

-
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The Connect SoCal-2020 RTP/SCS financial forecast identifies $200.5 billion in transit and
passenger rail O&M costs through FY2045.

Debt Management Policies

The local county transportation commissions in the SCAG region issue both short- and long-term
debt on an as-needed basis. Primarily secured by local sales tax programs, long-term debt has been
issued to fund a portion of the capital development costs of transportation systems throughout the
region where doing so is cost-effective, fiscally prudent, and enhances the ability to facilitate
project delivery. Short-term debt instruments have included commercial paper, tax and revenue as
well as grant anticipation notes to provide interim cash for projects. In the SCAG region, general
policies in the sale and management of debt have been to issue bonds subject to debt limitations;
to maintain strong debt service coverage requirements; to obtain the highest possible credit ratings
and the lowest cost of borrowing; as well as to minimize risk exposure. Debt service obligations
over the Connect SoCal-2020 RTP/SCS planning horizon total $35.6 billion for the region.

Conclusion

The financial conditions presented provide the overall context for the 2021 FTIP. Incorporating
the analytical framework presented in this section to better gauge the region’s financial capacity,
the Regional Funding and Expenditure Tables in Attachment D reflect a comprehensive
investment package consistent with the region’s long-term transportation vision as delineated in
the adopted Connect SoCal-2020 RTP/SCS. Further, the 2021 FTIP for the SCAG region is
financially constrained in accordance with 23 U.S. Code Section 134(h) and 23 CFR Section
450.324(e). All programming totals are consistent with projected revenues. The policy boards of
the region’s county transportation commissions have approved their respective programs and
committed funds to implement the projects listed in the 2021 FTIP. County resolutions are
included in Attachment B to demonstrate financial commitment to these projects. Additional
documentation is provided in the following supplementary attachment section.
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Attachment B

County Resolutions

SOﬁG November 2020









ICTC APPROVED
022620-6A

Program.

3. ICTC has the funding capacity in its county Surface Transportation Block Grant
(STBG) Program and Congestion Mitigation and Air Quality (CMAQ) Program
allocation to fund all of the projects in the FFY 2020/21-2025/26 Imperial County TIP;
and

4. The local match for projects funded with federal STBG and CMAQ program funds is
identified in the TIP.

5. All the Federal Transit Administration funded projects are programmed within the
FAST Act Guaranteed Funding levels.

PASSSED AND ADOPTED at a regular meeting of the Imperial County Transportation
Commission held on February 26, 2020.

By: é“ﬁ'A

Chairman

ATTEST:

- Cuih

CRISTI LERMA
Secretary to the Commission







































































































































































































































